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FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20463

\ \
AN21IWS
Brett G. Kappel, Esq.
Vorys, Sater, Seymour and Pease LLP
1828 L Street, Northwest
Eleventh Floor

Washington, DC 20036-5109

RE: MURs 5549 and 5559
AOA Holding LLC, Adams Outdoor
Advertising LP, and Adams Outdoor

Adbvertising, Inc.
Dear Mr. Kappel:

On October 5, 2004 the Federal Election Commission (*Commission™) notified your
client, Adams Qutdoor Advertising, Inc., of the complaint in MUR 5549 alleging violations of
certain provisions of the Federal Election Campaign Act of 1971, as amended (the “Act”™).
Additionally, on October 15, 2004, the Commission notified your clients, AOA Holding L1.C,
Adams Outdoor Advertising LP, and Adams Outdoor Advertising, Inc., of the complaint in MUR
5559 alleging violations of certain provisions of the Act.

On May 23, 2005, the Commission found, on the basis of the information in the
&omplaints, and information provided by your clients, that there is no reason to believe AOA
Holding LLC, Adams Outdoor Advertising LLP, or Adams Outdoor Advertising, Inc. violated
2U.S.C. § 441b(a). Accordingly, the Commission closed its file in MUR 5559 and closed the
file in MUR 5549 as it pertains to your above-referenced clients.

Documents related to MUR 5559 will be placed on the public record within 30 days. See
Statement of Policy Regarding Disclosure of Closed Enforcement and Related Files,
68 Fed. Reg. 70,426 (Dec. 18, 2003). A copy of the dispositive General Counsel's Report for
MUR 5559 is enclosed for your information. This report has been redacted to maintain the
confidentiality of information related to an open matter that is still pending before the
Commission. .
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Mr. Brett G. Kappel
MURs 5549 and 5559
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If you have any questions, please contact J. Cameron Thurber, the attorney assigned to
this matter at (202) §94-1650.

Sincerely,

Lawrence H. Norton
General Counsel

Deputy Associate Gene:ral
for Enforcement

Enclosure
General Counsel’s Report
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FIRST GENERAL COUNSEL'S REPORT

COMPLAINANT
RESPONDENTS

RELEVANT STATUTES AND
REGULATIONS

INTERNAL REPORTS CHECKED

FEDERAL AGENCIES CHECKED

SENSITIVE
MUR 5549

DATE COMPLAINT FILED September 28, 2004
DATE OF NOTIFICATION October S, 2004
DATE ACTIVATED March 3, 2005

|
EXPIRATION OF STATUTE OF LIMITATIONS
September 7, 2009

Mark Biewer

Stephen Adams
Adams Outdoor Advertising, Inc

2USC §431(17)
2USC §441b(s)
2USC §441(d)Xa)3)
11CFR § 100 16(a)

Disclosure Reports

None

COMPLAINANT
RESPONDENTS

MUR 5559

DATE COMPLAINT FILED October 8, 2004
DATE OF NOTIFICATION October 15, 2004
DATE ACTIVATED March 3, 2005

|
EXPIRATION OF STATUTE OF LIMITATIONS
September 7, 2009

Dennis Baylor

Stephen Adams
AQOA Holding L1LC
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Adams Outdoor Advertising LP'
Adams Outdoor Advertising, Inc
RELEVANT STATUTES AND
REGULATIONS 2USC §431(17)
2USC §4la(a)IXA)
2USC §441b(a)
I11CFR § 100 16(a)
INTERNAL REPORTS CHECKED Disclosure Reports
FEDERAL AGENCIES CHECKED None
RAD REFERRAL 0SL-11
DATE AC'I'IVA'll'ED March 22, 2005
EXPIRATION OF STATUTE OF LIMITATIONS
September 3, 2009
RESPONDENT Stephen Adams
RELEVANT STATUTES AND
REGULATIONS 2USC §434(g)(2XA)

INTERNAL REPORTS
FEDERAL AGENCIES CHECKED

L INTRODUCTION

11CFR § 100 19(d)
I11CFR §100112
I1ICFR §109 10(c)
I1CFR §109 10(eX1)()

Disclosure Reports

None

RAD Referral 05L-11 and MURs 5549 and 5559 involve advertising expressly

advocating the re-election of President Bush that appeared on billboards owned or leased by

! ‘The complamnt used the name of Adams Outdoor Advertsing LLP Munnesota Secretary of Stale records,
however, mdicate that Adams Outdoor Adverttamg LLP 13 2 hinted partnersiup rather than a lnmted habihty

(footnote continued on next page)
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business entises affiliated with Stephen Adams According to FEC records, Adams filed a report
of an independent expenditure on October 28, 2004, reflecting $1 mullion 1n payment for the
adverising The RAD Referral alleges that this report was not filed tmely The MUR
complaints allege that Adams did not peisonally pay for the advertising, but instead directed his
affiliated business entities to absorb those costs, in violation of the prohibition on corporate
expenditures or contnibutions The complaint in MUR 5559 further alleges that if Adams did
personally pay for the advertising, such payments would have exceeded his individual
contnibution himit  The complant in MUR 5549 also alleges that the advertising on the
illboards had inadequate disclaimers

As discussed 1n more detail below, it appears that Adams made an individual mdependent
expenditure, but fatled to imely report it to the Commussion It also appears that the advertising
onginally contmined incomplete disclamers Therefore, this Office recommends the
Commussion find reason to believe and enter into pre-probable cause conciliation with Adams
regarding the reporting and disclaimer 1ssues, and that the Commission find no reason to believe
that Adams made an excessive personal contnibution or that the other respondents made

prohibited corporate contnbutions
IL FACTS
A TIheBiliboards

Between September 7 and November 2, 2004, advertisements expressly advocating the

reelection of President Bush appeared on billboards throughout Michigan, Pennsylvama,
Wisconsin and South Carolina  Response at 9-10 and Attachments 6, 7, Aff of Stephen Adams

pertnershup, and as such the correct designation should be “LP” rather than “LLP " The correct name of this
respondent appeers in the case management systom
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(“Adams Aff "), Nov 12, 2004, at§ 13, Aff of Randall Romg (“Romig Aff "), Nov 12, 2004,
at 9y 18, 21-2 The adverusing conssted of different displays of “catch phrase{s]” such as
“Defending Our Nation,” “It's About Qur National Secunty,” “A Nation Secwse,” “One Nation
Under God,” and “Boots Or Flip-Flops”" Response at 4 and Attachment 1 (emphasis in

onginal) These catch phrases “appeared in white type on a blue backgiound immediately above
the campaign slogan ‘BushCheney04’ supenimposed on the red and whate stripes of the Amencan
flag” Id The advertising also onginally camed a disclaimer that read, “Personal message paid
for and sponsored by Stephen Adams " /d at 13-4

According to the complamnts in MURs 5549 and 5559, the billboards on which the
advertising appeated were owned or leased by business entities affiliated with Stephen Adams
In his affidavit provided with the response, Adams admts that he owns AOA Holding Company,
which m turn has a 76% interest in Adams Outdoor Advertising Limmted Partnership, of which
Adams Outdoor Advertising, Inc 13 the managing general partner (collectively “AOA™) He also
admuts that “on or about June 1, 2004,” he “huned AOA to design and implement” the multi-state
outdoor advertising campagn n 1ssue  Adams Aff at§2?

After Adams hired AOA, Randall Romig, AOA’s Vice President for Real Estate, who
personally handled the advertising campaign, contacted Enc Rubin, an attorney whose law firm
18 general counsel to the billboard industry's association, for legal advice regarding the proposed
advertising In a letter to Romug from Rubin dated June 10, 2004 (Attachment 4 to the response),

1 Adams slso states 1 fus affidavit that he 15 Chasrman of the Board of Directors of AOA, “but that office 15
posthon of oversght and I am not involved 1n the day-to-day operations of AOA " Adams Aff at3 Adams
reportedly has numerous business mierests other than AOA /d 8t 2, School of Music get 310 mullion, Yale
Bulletin & Calendar, Oct 25-Nov 1, 1999, at http //www vale edu/ope/v28 nlQ/siory] html. Hustory of AGJ,

betp #www affinitygroup comy ustoryl cfn  SEC filings in 2001 corroborate the information provided by Adams in
s affidavit concerning the structure of AOA, and we have located no other public information to the contrary
(footnote contimued on next page)
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Rubin stated that pursuant to “Federal Election Laws,” Adams would have to be personally
responsible for all direct and indrrect costs associated with the Advertisements “without offset or
rexmbursement by [AOA]” to avord making any corporate contiibutions, and that such costs
should be calculated by AOA at the rate 1t “would normally charge advertisers for comparable
services " Further, the letter stated the advertising effort “must be truly an individual and
personal effort by [Adams] in complete 1solation from any political organization,” and
admonished Adams to avoid any communicdtion or coordination with the Bush campaign or its
agents, even after the advertising commenced Romug forwarded the Rubin letter to Adams with
an attached memorandum on or about June 19, 2004, Adams recerved 1t on or about June 21,
2004 Adams Aff at{ 7, response at 6 and Attachment 4 Adams avers that he “stnctly
followed Mr Rubin’s advice,” including “no contact whatsoever with any federal candidate,
candidate’s authonzed committee, or their agents, or any pohitical party or its agents with 1egard
to the advertising campaign ” Adams Aff at ] 10 and 11 see also Romig Aff at 9y 14, 15
(same affirmations)

According to Romug's affidavit, on July 6, 2004, he contacted attorney Rubin regarding
the need for a disclasmer on the advertising, and Rubin recommended the text “Personal message
Paud for and Sponsored by Stephen Adams,” Romg forwarded this information via electronic
mail to employees responsible for producing the advertisements Romug Aff at Y 11-3, response
at 15 and Attachment 9

According to affidavits, Adams gave AOA a budget of $1 million for the adveriming

campmign Adams Aft sty 4, Romug Atf atY 17 He received several contracts from AOA

AOA Holding LLC and Subsidianes SEC Form 10-K, Apr 2,2001,at1 There have been no SEC filngs for any
AOA-relsted entities since 2001, which may reflect that these entities are now closely held and not publicly traded
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between August 21 and August 27, 2004, which he signed and returned to Romig during the last
week of August, 2004 ** Adams Aff at{ 12, Romug Aff at{21 A proposal dated July 23,
2004, reflected a “grand total” for the advertising campaign of $977,448 00 Response at
Attachment 7, Adams Aff atq 13, Romig Aff at§22 Adams avers he paid for the campaign
enurely from his personal funds, and he decided to overpay by $22,552, “just to be on the safe
side,” to make sure no AOA funds weie used for any potential cost overruns  Adams Aff at
§ 13, response at 11, Romig Aff at§§20,22 According to the response, “internal AOA
documents demonstrate conclusively that AOA charged Mr Adams the normal and usual charge
for the services 1t provided to Mr Adams 1n connection with the advertising campaign ™
Response at 12-3, see also Romug Aff at ¥ 16, 18-21 On September 7, 2004, the first day the
advertising was scheduled to commence, Adams wired $1 million to AOA as payment for the
advertising campaign Adams Aff at§ 13, Romig Aff at§ 22, response at Attachment 8
Romig states he received a copy of the complamnt in MUR 5549 on October 15, 2004
from AOA's registered agent and was “stunned” to read the aliegations regarding the imadequate
disclumers Romig Aff at§23 He immediately contacted Adams’ personal attorney, who 1n
turn contacted Adams Id at{ 24, Adams Aff at{ 14, response at 15 “[TJogether they sought
expenenced FEC counsel,” who informed them that the disclaimers were deficient Id

: Two of what appear to be such contracts from “Adsms Outdoor Advertising of Lehigh Valley” were
attached to the response as Attachment 6 One 1 a “Poster Display Contract™ and the other 13 1 “Bulletin Dusplay
Contract ™ These contracts were purportedly signed by AOA on August 24, 2004, but do not clearly show Adams®
signature or the date he executed them These contracts, apperently provided as examples, were only for advertising
m Pennsylvama totaling $154,200

‘ Nosuch niernal AOA documents™ were attached 1o the response, but there 13 no evidence mdicating that
AOA dud not charge Adams the usual and normal rates for the advertising campaign  While we do not have any
price sheets from AOA, rough calculations and compansons with average rates histed on www tillhoard-ads com
show a general correlation with the rates AOA charged Adams, with some differences that ikaly are attrsbutable to
the indivadual markets 1n whach the billboards were displayed
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Specifically, they were told that the disclaimers failed to state that the advertising was not
authonzed by the Bush campaign and that they failed to contain contact information for Adams
Romg Aff atq 26, Adams Aff at] 15 Adams states he instructed that “1mmediate action™ be
taken to post revised disclamers “as soon as possible and, if at all possible, before election day "
Adams ASf atq 17 Rewvised disclaimers stating “Paud for by Stephen Adams and not authonzed
by any candidate or canchdate’s commuttee Contact sadams@adamsoffice net™ were posted
“[b]y Novembe: 2, 2004,” at a cost to Adams of $14,545 27 Romug Aff at§ 28, Adams Aff at
q 17, response at 16 *

B Reporting

Adams filed an FEC Form S disclosing hus $1 million payment as an mdependent
expenditure on October 28, 2004 According to the referral from the Commiasion’s Reports
Analysis Division ("RAD”), RAD sent a Request for Additional Information (“RFAI™) to Adams
on November 12, 2004, noting among other things, that Adams had failed to file notice of the
expenditure for the advertising campaign within forty-eight hours of an expenditure aggregating
$10,000 or more ® 2U S C §434(g)(2)(A), 11 CFR §§ 100 19(d),109 10(c)

On November 30, 2004, Adams’ counsel responded to the RFAI by telephone and stated
that Adams was given erroncous advice by previous counsel regarding filing an independent
expenditure report and was not aware of the forty-eight hour filing requirement  RAD mstructed

Adams’ counsel to send a detmiled wnitten response to the RFAI concerming the expenditure On

s No additional snformstion regardmg the exact dats range of when the revised duclmimers were posted was
indx.aied 1n the respomse or ity attachments, nor did the response nor the attached documents make 1t clear whether
the costs to correct the disclanmers were deducted from the overpayment for the Advertisements or if Adams pasd for
those costs m addition (0 the overpayment

¢ As the FEC Form 5 hsted Adams' employer and occupstion as “self-employed,” the RFAI also requested
further mformation regarding Adsms® employer and occupstion
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December 8, 2004, RAD received correspondence from Adams’ counsel addressing other issues
1n the RFALI, but failing to address the late filing of the independent expenditure report RAD
left a telephone message for Adams’ counsel regaiding this 13sue on February 25, 2005, but has

received no furthe: communications regarding 1t

Based upon the available infoimation, including sworn affidavits from Adams and

Romug, and with no information 1o the contrary, 1t appears that AOA, acting as a vendor,
charged Adams its “usual and normal” rates, supra n 4, and that Adams used only his personal
funds for the advertising campmign Documents purporting to show a wire transfer on
September 7, 2004 of $1 million from Adams’ bank account to AOA’s bank accounts were
attached to the response as Attachment 8 As noted previously, Adams claims not only to have
personally paid the entire costs of the adveitising campaign at the usual and customary rates, but
to have deliberately overpaid for it by more than $20,000 to ensure no AOA funds were used for
any potential “unusual indirect costs™ or overruns, and “to ensure that AOA did not
inadvertently make an in-kind contnbution to the Bush-Cheney ‘04 campaign " Response at 8-
13 and Attachment 4, Adams AfT at§j 7-9, 13, Romug Aff at§{ 7, 16, 20-22 Because AOA
appears to have charged Adams its “usual and normal” charge, 1t does not appear to have made
a corporate expenditure See 11 CFR § 100 111(e)1) Accordingly, this Office recommends
that the Commission find no reason to believe that Stephen Adams, Adams Outdoor
Advertising, Inc , Adams Outdoor Advertising LP, or AOA Holding LLC violated2 US C
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§ 441b(a) by making or consenting to prombited corporate expendztures, and close the file with
respect to all of these respondents except Stephen Adams
Further, 1t appears that Adams made an “mdependent expendituie™ 1n paying for the

advertising campaign 2U S C §431(17), 11 CFR § 100 16(a) Adams concedes there 1s no
dispute that the adveruising expressly advocated the reelection of President Bush Response at 4
Both Adams personally, and Romg as the AOA employee pnincipally 1esponsible for
implementing the advertising campaign, ave: that the advertising campaign was designed and
implemented “without any contact whatsoever” with any federal candidate, candidate's
authonzed committee or its agents, or any political party or its agents Again, we have no
information to the contrary As limits on individual campaign contnbutions do not apply to
independent expenditures, this Office recommends that the Commission find no reason to beheve
that Stephen Adams violated 2 U S C § 441a(a)(1)(A) by making excessive contnibutions Due
to the fact that MUR 5559 alleged only violations of 2 U S C §§ 441a(a)(1)XA) and 441b(a), this
Office recommends that the MUR 5559 file be closed

“Aperson that makes or contracts to make independent expenditures aggregating
$10,000 or more at any time up to and ncluding the 20™ day before the date of an election shall
file a report descnbing the expenditures within 48 hours ™ 2U S C § 434(g)(2)(A), 11 CFR
§ 109 10(c) The report must be made either on an FEC Form 5 or by signed statement 1f the
person s not otherwise required to file electronically, and recetved by the Commssion by “11 §9
p m Eastern Standard/Dayhght Time on the second day tollowing the date on which a
communicstion 18 publicly distnbuted or otherwise publicly disseminated ” 11 CFR
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§ 109 10(c) Assuming that the advertising campaign commenced as scheduled on September 7,
2004, see Romig Aff at{ 22, Adams was required to file his independent expenditure report
such that the Commission received 1t no later than 11 59 p m EST on Septembe: 9, 2004 Thus,
Adams’ FEC Form § filing of his $1 milion expenditure on October 28, 2004 was more than
one-and-a-half months late Accordingly, this Office iecommends this Office recommends that
the Commussion find reason to believe that Stephen Adams violated 2 U S C § 434(g)(2XA)

Disclaimers on commumcations paid for by independent expenditures are required and
must “clearly state the name and permanent street address, telephone number or World Wide
Web address of the person who paid for the commumcation™ and that the communication was
not authonzed by any candidate orcommttee 2US C §441d(a)3), I1CFR §10911 The
response concedes that the advertising in question ongially did not contain Adams’ permanent
street address, telephone number or World Wide Web address and did not state that the
advertisements were not authonzed by any candidate or candidate’s committee Therefore, this
Office recommends that the Comrmussion find reason to beheve that Stephen Adams violated

2USC § 441d(a)(3)
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Iv.

RECOMMENDATIONS

1

Open a MUR with respect to RAD 05SL-11, and merge the new MUR 1nto MUR
5549

Find 1cason to believe Stephen Adams violated 2 U S C § 434(g)X2X(A)
Find 1cason to believe Stephen Adams violated2 U S C § 441d(2)(3)

Find no reason to believe Stephen Adams violated 2 U S C § 441a(a)(1XA) or
2USC §441b(a)

Find no reason to believe Adams Outdom Advertising, Inc , Adams Outdom
Advertising, LP, or AOA Holding LLC violated 2 U S C § 441b(a), and close the

file as to these respondents
Close the file n MUR 5559

Approve the altached Factual and Legal Analys:s
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